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27. RateDetermination for Rehabilitative Services. 

The Texas Department of Mental Health and Mental Retardation (TDMHMR) will reimburse 
qualified providersfor rehabilitative services provided to Medicaid eligible personswith mental 
illness. 

For the periods, October 1,2001 and beyond, Healthand Human Services(HHSC) will determine 
reimbursement rates usinga cost reporting process. Rehabilitative services providersare 
reimbursed a uniform, statewide, interim rate witha cost-related year-end settle-up. The interim 
rate is determined prospectively andat least annually. An interim rateis set for each servicetype. 
Reimbursementsare determined in the following manner: 

1. Inclusion of certain reported expenses. Providers mustensure that all requested allowable 
costs are included inthe cost report. Thecost report mustbe formatted according toHHSC's 
specifications. 

2. 	 Data collection. HHSC collects several different kinds ofdata. These include the numberof 
units of rehabilitative servicesthat clients receiveand allowable costdata. The costdata will 
be derived from time-study logs, payroll records,time sheets, and general ledger. The cost 
data will include allowable programmatic direct, programmatic indirect, and general and 
administrative overhead costs. 

(a) 	Data is collectedby the type of service delivered. These services are specified Appendix 
1 to Attachment 3.1-A, pages3 la to 3lh and Appendix 1 to Attachment 3.1-B, pages3 la 
to 3 lh of the Texas Medicaid State Plan. 

(b) A unit ofservice is defined in 30 minute incrementsfor community support services, one 
hour incrementsfor day programming services, anda face to face contact for treatment 
plan oversight. 

(c) 	Services can be provided by professionalsand paraprofessionals. These include, but are 
not necessarily limitedto physicians, psychologists, nurses, social workers, mental health 
technicians, counselors, therapists, andtherapy associates. 
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27. Rate Determination for Rehabilitative Services(continued). 

(d) HHSC willcalculate interim rates for services withineach of the following categories: 

(1) 	 Service Category 1: 
(A) Dayprograms for acute needs - adult; 
(B) Day programs for acute needs -child; and 
(C) Day programs for skillsmaintenance -adult. 

(2) 	 Service Category 2: 
(A) Day programs for skills training -adult; 
(B) Day programs for skills training -child; 
(C)Community support services by professional -group;and 
(D) Community support services by paraprofessional -group. 

(3) 	 Service Category 3: 
(A) Community support services by professional - individual;and 
@) Community support services by paraprofessional- individual. 

(4) Service Category 4: Rehabilitativetreatment plan oversight. 

(e) 	Programmatic direct costs include the allowablesalaries, benefits, and other costsof the 
rehabilitative services program that are directly relatedto the delivery of rehabilitative 
servicesto individuals. Programmatic indirect costs include the allowable salaries, 
benefits, andother costs of the rehabilitative services program that are indirectly related 
to the deliveryof rehabilitative services to individuals. General and administrative 
overhead costs include the allowable salaries, benefits, andthe other costs of operations 
of the providerthat, while not .directly partof the rehabilitative services program, 
constitute costs which support the operations of the rehabilitative servicesprogram. Other 
costs include non-salaryrelated costs such asbuilding and equipment maintenance, 
repair, depreciation, amortization, and insurance expenses;employee travel andtraining 
expenses; utilities; plus material and supplyexpenses. 
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27. RateDetermination for RehabilitativeServices (continued). 

(f) 	Revenues and costs will be collected andallocated to assure the separation of costs 
associated with rehabilitative services fromrevenues and costs associated withother 
Medicaid-reimbursed services and non-Medicaidservices. 

3. Reimbursementmethodology. 

HHSC determinesthe recommended reimbursementusing the following method. 

(a) Reimbursement setting authority. HHSC establishes the reimbursement rate. HHSC sets 
reimbursements that, inits opinion, are withinbudgetary constraintsand OMB A-87, 
adequate to reimburse the cost of operationsfor an economic and efficientprovider, and 
justifiable given current economic conditions.HHSC adjusts reimbursement if new 
legislation, regulations, or economic factorsaffect costs. 

(b) Interim rate methodology. Cost projections adjust the allowed historical costs basedon 
significant changes in cost-related conditionsanticipated to occur between the historical 
cost period and the prospective reimbursement period.Changes in cost-related conditions 
include, but are not limited to, inflation ordeflation in wage or price, changesin program 
utilization and occupancy, modification offederal or state regulations and statutes, and 
implementation of federal or state court orders and settlement agreements. 

(1) Costs are adjusted for the prospective reimbursement period by a general cost 
inflation index. The Personal ConsumptionExpenditures (PCE) Chain-Type Index, 
which is based on data from theU.S. Department of Commerce, is the most general 
measure of inflationand is applied tomost salaries, materials, supplies, andservices 
when other specific inflators are not appropriate. 

(2) Cost per unit of service. For each provider,the unit cost for each typeof 
rehabilitative service is determined bydividing the total cost of rehabilitativeservice 
by the totalunits of service. 
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27. Rate Determination for Rehabilitative Services (continued). 

(3) Reimbursement determination.The mean provider cost per unitof service is 
calculated, andthe statistical outliers (those providers whoseunit cost exceed plusor 
minus (+/-) two standard deviations ofthe mean providercost) are removed. After 
removal of the statistical outliers,the mean cost per unitof service iscalculated. This 
mean cost per unitof service becomes recommended reimbursement per of 
service. 

(c) Settle-up Process. At the end of each reimbursement period,HHSC will comparethe 
amount reimbursedat the interimrate for each service category andthe rehabilitative 
services provider'scosts for each service category,as submitted on its cost report in 
accordance with subsection (c)of this section. 

(1)If a rehabilitativeserviceprovider's costs are less than 95% of the amount 
reimbursed at the interim rate, HHSC willdemand that paymentbemadeto 
T D " R  by the rehabilitative services provider of the difference between its 
allowable costs and 95% of the amount reimbursed at the interim rate for each 
service category. TDMHMR will notify the rehabilitative services provider of 
the amount owed to T D " R .  

(2)If a rehabilitativeservicesprovider's costs exceed the amount reimbursed at the 
interim rate, TDMHMR will reimburse the rehabilitative services provider the 
difference between its allowable costs and the reimbursement at the interim rate 
up to 125% of the amountreimbursable at the interim rate for each service 
category.Prior to reimbursement,TDMHMRwillnotify the rehabilitative 
services provider of the amount owedto the provider. 

(d) Reviews of cost report disallowances. A provider may request notificationof the 
exclusions and adjustmentsto reported expenses made duringeither desk reviewsor on­
site audits according to state regulations. Providers may request an informal review and, 
if necessary, an administrative hearing to disputethe action taken by HHSC under state 
law. 
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Ms. Linda IS.Wertz, State Medicaid Director 

Texas Healthand Human Services Commission 
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Austin, Texas 7871 1 


Dear Ms. Wertz: 

We have enclosed a copy of HCFA-179, Transmittal Number 01-03, dated December 21, 2001. 

This amendment revises the reimbursement methodology for rehabilitation services from a uniform, 

prospective rate that is determined at least annually to a uniform, statewide, interim ratewith a cost­

related year-end settlement. We have approved the amendment for incorporation into the official 

Texas StatePlan effective October1,2001. If you have any questions, pleasecall Slurley Glaspieat 

(214) 767-6407. 

Enclosures 

cc:Elliott Wesiman,CMSO, PCPG 
Commerce Clearing House 

Sincerely, 

Calvin G.  Cline 

Associate Regional Administrator 

Division ofMedicaid and State Operations 
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Gerry Geels 

Linda Deramus 
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